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About the middle of 1954 real estate ac- 

tivity, responding to the stimulus of the ss 
1954 Housing Act, entered a period of , Real Estate Activity 
rather rapid recovery from its postwar 

low, and in 8 months rose from 2 points 

above normal! to 20 points above normal. 

Since then it has declined to 12 points a- 

bove normal. 


The outlook for 1956 is for little change 
in the total volume of real estate sales. 
In 1954 estimated sales reached 4.3 
million. The 1955 estimate was 4.8 
million. A good guess for 1956 would be 
about 4.5 million. In short, 1956 will be 
another good year for real estate activity 








MO) 





1918, 1933 . 1947 = 100 
For the past 2 years mortgage activity 
has followed roughly the same trend as 
real estate activity, rising through 1954 
to a postwar peak in early 1955, and then 
declining. Despite the fact that activity 
was on the downgrade for the last 10 
months of 1955, the annual total for mort- 
gages and dollar volume established a 
new record. 
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Mortgage money is still tight, but there 
are definite signs that it is easing. We 
expect the supply of funds in relation to 
the demand to increase as the year runs 
on, and look for another good year in 
1956. We think that it will not be so good 
ayear as 1955. In short, still a high 
level in 1956, but fewer headaches. 
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The chart at the right is made up from 
interest rates taken from recorded mort- 
gages. It, therefore, does not consider 
discounts and points paid to the lender 
for making the loan. Thus, while it is an 
accurate picture of recorded mortgage 
interest rates, it understates the total in- 
terest charges 
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Based on our belief that the demand for 
mortgage money will not be quite so high 
as it was in 1955 and that the supply will 
be adequate, it seems logical that any 
change in interest rates would be down, 
but very slowly However, since the 
Federal government and the Federal Re- 
serve Board of Governors exercise such 
a profound influence on rates, any long- 
term guess must be subject to possible 
frequent revision 
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NUMBER OF FORECLOSURES 


Foreclosures hit their postwar peak in - 0 , 


1955. Even so, they are still extremely 
low by any prewar standards. Nonfarm 
foreclosures reached an alltime high in 
1933 when they soared to 252,000. In 
1955 they were roughly 29,000, with 
practically 50% more houses under .loan. 
Because construction costs have started 
moving up again, we expect foreclosures 
to level off or decline. This is because 
rising construction costs have a tenden- 
cy toincrease the values of existing 
properties and foreclosures usually de- 
cline ina period of rising real estate 
values - even if the rise is slow. 
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There are two things to keep in mind 
about the national rent index. First of 
all, rents are rising very slowly, and 
there is a good chance that they will rise 
even slower, if at all, in 1956. Secondly, 
the rises in the national index since de- 
control have completely refuted the 
claims of those who advocated permanent 
rent control as the only way to forestall 
runaway rents. In the 24 years since de- 
control the national index reflects a rise 
of 6% compared with the 11. 7% rise in 
the 25 years prior to decontrol. 


Each year of the postwar period has seen 
a continuation of the steady increase in 
the real estate tax load. The present 
average realestate tax load per family in 
94 principal cities is $225.49. This is up 
76% from the 1946 level. In the last 2 
years the increase has been larger. The 
percentage rise from 1952 to 1953 was 
4.8%, from 1953 to 1954, 7.0%, and from 
1954 to 1955, 11.6%. The chances are 
that 1956 willshow evengreater in- 
creases. The continued need for schools, 
streets, sewers, and other civic im- 
provements must be largely financed 
through taxation on real estate. More- 
over, the cost of city government is ris- 
ing because of rising material prices and 
increased payrolls. 
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he home builders narrowly 
ping the 1950 record for non- 
ising starts. The estimated vol- 
1955 of 1,329,900 starts was 
100 below the record-setting to- 
196, 000 in 1950. When final fig- 
me available, it will notbe sur- 
find that 1955 did establish a 
gle-family home starts 





Milhons 


1956 is for a smaller 

Sales are slower ina 

ities across the country, and 
is builders and lenders alike 
t to try to push production in 
sales. Over most of 
however, the demand is still 
ially when it is helped along 
wwnpayment long-term loans 
will be easier in 1956 than 
ind as a result houses will 
signs all point to anoth- 

me building year, our guess is 
lume will run around 1, 200, 000 
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» decline expected here. Each 

e 1945 has seen a new record 
ishedfor dollar volume of construc- 
This year will be no exception. 
ites forthe year arecurrently run- 
bout $44.0 billion compared with 
billion in 1955. There is an excel- 
ance that this early estimate will 

ed upward 
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» face of the increasing tempo of the 

tion boom it is difficult tosee a 
construction costs. It is much 

more likely that they will increase. The 
chart at the right shows the trend of cost 
ildi the Wenzlick standard six- 

»)m frame house in the St. Louis area 
luring 1954 and 1955. In mid-1955 con- 
‘osts began moving up, follow- 

year period of stability. In the 

5 the cost of building this 

yay The chances are that 

will continue, and we would not 

sd to see another 5% increase 


Office building vacancy has beenin a slow 
steady rise since the middle of 1952. 
However, the national level is still low, 
and there are few cities where vacancy 
has become burdensome. Even in those 
instances most vacancy is found in the 
older or class B space. Old, obsolete 
office buildings that must now face strong 
competition from new or modernized 
buildings are on shaky ground. 


However, strongly held office buildings, 
either new or modernized, are among the 
finest of real estate investments and will 
continue to be for a long time. 


It is interesting to notice that Manhattan 
with its tremendous and long-lasting boom 
in office building construction still has a 
negligible vacancy rate. As has been the 
case in the past, new buildings there are 
being leased long before completion. 
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The most recent low point in farm taxes 
was in 1943 when they averaged 38¢ per 
acre. Since thenthey have been in a 
steep and steady rise, and now stand at 
89¢ per acre, or 134% above their 1943 
level. In 1956 they will probably rise to 
94¢ or 95¢. These taxes are figured on 
the value of the land and buildings. This 
means that smaller farms have a higher 
tax per acre because the value of the 
buildings furms a higher proportion of 
the total assessed value than it does on ee Se i Pe ee 
larger farms. CM i a i i 
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The average value per acre of all farm 


land in the United States reached a peak 3 ann 

of $88.09 in July 1952. Following this, 70-+— 
prices went into a slow decline that took 
them down 5. 6% to $83.13 inlate 1953 
and early 1954. Since then they have been 
on the rise, and in July 1955 regained 
their former peak. Farm land values are 
expected to change very little in 1956, but 
the chances are that they will rise. This 
will be more of a certainty if the Con- + - 
gress responds tothe terrific pressure of — J eS . 
an election year and votes fatter farm é = 2 

subsidies 
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Business Activity 


Since late 1954 business activity has been 
in an almost uninterrupted upward surge. 
Most indicators point to a continued high 
volume of business that will carry through 
the first half of 1956. In the last half of 
the year we expect Bome slowdown, but 
for the year as a whole we think business 
activity will closely approximate its 1955 
performance 























DITY PRICES 


Wholesale commodity prices have been 
remarkably stable for the past several 
years. Since the end of 1953 they have 
risen less than one-half of 1%. As was 
the case in 1955, we expect no startling 
changes in this index during this year. 


MATERIAL PRICE 


During the same period that wholesale 
commodity prices have risen less than 
one-half of 1%, building material prices 
have gone up 7%. With continued high de-. 
mandand rising wages in the building ma- 
terials industries, we can see little 
chance for anything but higher prices. 
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In the last 2 years lumber prices have 
gone up 9%. Here, again, strong demand 
and rising wages inthe lumber industry 
(strongly affected by new minimum wage 
law) apparently rule out anything other 
than higher prices 
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PURCHA 


In 1952 the purchasing power of the dol- 
lar was 52¢. In 1955 it was 51.9¢. Such 
stability of purchasing power is in no 
small measure responsible for the high 
degree of confidence that has character- 
ized our recent boom. We are certain 
that the Administration is acutely aware 
of the value of continued stability and will 


do its best to maintain it. Its past rec- 1 Purchasing Power 


ord indicates that it will be successful in of the Dollar 
1956. 
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